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Abstract 

The purpose of this study was to determine the effect of dividend policy, earning volatility, trading 

volume, exchange rates and interest rates on the volatility of stock prices in mining companies on 

the Indonesia Stock Exchange. The population studied in this study were all mining companies which 

were mining companies for the 2016-2019 period totaling 51. The sampling technique inthis study 

used a positive sampling method. The samples in this study were as many as 14 mining companies 

with the 2016-2019 observation year. The data analysis method used in this study is thepanel data 

regression analysis method. Dividend policy has a positive but insignificant effect on stock price 

volatility in mining companies on the Indonesia Stock Exchange. Profit volatility has a positive but 

insignificant effect on the volatility of share prices in mining companies on the Indonesia Stock 

Exchange. Trading volume has a positive and significant effect on the volatility of share prices in 

mining companies on the Indonesia Stock Exchange. Exchange rates have a positive and significant 

effect on stock price volatility in mining companies on the Indonesia Stock Exchange. Interest rates 

have a positive and significant effect on the volatility of share prices in mining companies on the 

Indonesia Stock Exchange. 

  

Keyword: dividend policy, earning volatility, trading volume, exchange rates, interest rates, 

volatility of stock price  

 

1. INTRODUCTION 

Companies that go public adding funds in the development of their business can be obtained 

through the issuance of securities in the capital market (Ang, 2007: 324). The capital market is a 

meeting place for sellers and buyers of securities with the risk of profit and loss (Tandelilin, 2001: 

13) Shares (stocks) are a letter of proof of ownership of the capital part of a company. Stock price is 

highly considered by investors because it is a standard measurement of the company's performance, 

so the issuer tries to maintain its achievements and constantly tries to improve its performance that 

can affect stock returns (Anggana, 2013). Investors in investing need available information such as 

the performance of the company, the risks faced by investors and factors that affect the price of the 

stock that will be used as consideration in determining the choice to buy the stock that is it is 

beneficial for him (Jogiyanto, 2008:98).  

The company's funding policy also deals with the agency's theory that it is possible that 

management's interests conflict with those of shareholders, caused by managers putting their 

personal interests first. But contrary to the Pecking Order Theory where the agency's theory says that 

shareholders want the company's funding financed by debt, but not in accordance with the wishes of 

managers who assume that debt has a high risk to the development of the company. This difference 

in interests will lead to conflicts called agency problems (Tjeleni, 2013).  

The state of rising or falling of the stock price in a certain period of time is also called stock 

price volatility. The volatility of a company's stock price is projected by an annual stock price range 

after adjustment of stock splits and dividend shares. Stock price volatility is a state in which the stock 

price deviates (upwards/ downwards) in the index from the average. What is meant here is the high 

level of volatility expressed in the rise and fall of a stock price chart. Of course, many factors can 
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cause the rise or fall of the stock price itself, where in this study, the authors examined on variables 

that include dividend policy, earning volatility, trading volume, exchange rate and interest rates. 

 

Investment opportunity setis the value of investment opportunities and is an option to make 

investments in the future. This investment opportunity set is related to the company's growth 

opportunities in the future. The company's growth is like an opportunity to invest in the future. The 

payment of dividends, especially cash dividends, is highly dependent on the available cash position. 

Free cash flow owned by the company shows the cash available to investors. Free cash flow 

as cash available after all projects that generate a positive net present value (NPV) are carried out. 

Dividend payments reduce the free cash flow available for managers to invest. Companies with high 

cash flow rates should pay high dividends as well. Free cash flow is what often triggers the emergence 

of differences in interests between shareholders and managers. 

When free cash flow is available, managers are allegedly going to waste the free cash flow so 

that inefficiency occurs in the company or will invest in free cash flow with a small return.(Sunarto 

& Budi, 2010). The need for funds for the company is a factor that needs to be considered in 

determining the policy on dividends to be taken. In this study, the free cash flow as a proxy is free 

cash flow from operating activities and cash flow from funding (equity). 

 

THEORETICAL BASIS 

1 Literature Review  

1.1 Dividen Policy  

Dividend policy is the decision of whether the profits earned by the company will be 

distributed to shareholders as dividends or will be held in the form of retained earnings for future 

investment financing. If the company chooses to distribute profits as dividends it will reduce retained 

profits and will further reduce the total source of internal funds (Sartono, 2001 in Setiawati, 2012). 

Retained earnings are one of the most important sources of funds to finance a company's growth, 

while dividends are cash outflows paid to shareholders. Dividends are the value of the company's net 

income after tax minus the retained earnings distributed to shareholders as a profit from the 

company's profits (Setiawati, 2012). Dividend payout ratio is a comparison between dividend per 

share (DPS) and Earnings Per Share (EPS).  

 

1.2 Earnings volatility  

Earnings volatility is a picture of how a company's earnings rise and fall in a period. In other 

words, earnings volatility is a picture of the level of stability of a company's income or profit. 

According to the signalling theory put forward by Jama'an (2008), the company should give a signal 

to the users of financial statements (creditors or investors). This signal is in the form of promotions 

or other information that states that the company is in good form.  

Profit volatility is the degree of profit spread or index of the distribution of company's profit 

distribution (Wijayanti and Diyanti, 2016). In simple terms, profit volatility can be interpreted as a 

measure that indicates the level of fluctuation in profits obtained by a company from its operational 

activities in a given period. Profit volatility also indicates the level of risk, which is reflected in the 

magnitude of inequality over the high low profit earned by the company during a given period. The 

greater the inequality, the higher the volatility of profit, which means also the greater the risk that an 

entity has (Wijayanti and Diyanti, 2016). According to Dichev and Tang, (2006) greater profit 

volatility will decrease the quality of reported earnings. This is because profits that tend to fluctuate 

will make it difficult for users of financial statements to predict the company's future profits. Profit 

estimates can be biased and become inaccurate on fluctuating profit conditions. Stable profits are 

important for companies, as high profit volatility in one company can have a domino effect. 

According to Suwardjono, (2014) companies tend to feel anxious about fluctuations in profits that 

arise because it can cause investors to withdraw their investments in the company. The possibility of 
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companies not distributing dividends due to fluctuations in their profits makes investors tend to avoid 

companies with high profit fluctuations.  

 

1.3 Volume trading activity  

Trading volume activity is the sale of every transaction that occurs on the stock exchange at a 

certain time and stock, and is one of the factors that also influences the movement of stock prices. 

Volume trading is a key element in predicting stock price movements. Trading volume is seen as an 

important piece of information that signals the next price movement where the stock price per can at 

least be conveyed to market participants (Mahajan and Singh, 2008).  

Trading volume activity is the sale of every transaction that occurs on the stock exchange at a 

certain time and stock, and is one of the factors that also influences the movement of stock prices. 

Volume trading is a key element in predicting stock price movements. Trading volume is seen as an 

important piece of information that signals the next price movement where the stock price per se 

cannot be conveyed to market participants (Mahajan and Singh, 2008).  

 

1.4 Exchange rate  

According to Fabozzi and Franco, the amount of one currency that can be exchanged per unit 

of another currency, or the price of one currency in another currency (Fabozzi and Franco) The 

definition of an exchange rate according to Ekananda is the price of a country's currency relative to 

the currency of another country. Currency values play an important role in spending decisions, 

because they allow us to translate prices from different countries into the same language (Ekananda) 

The definition of exchange rate or exchange rate according to Salvator is the price of one currency 

against another.  

The definition of exchange rate is also known as the exchange ratio between two different 

currencies of a country. In other words, the exchange rate can be interpreted as the price of one unit 

of foreign currency expressed in domestic currency. According to Mankiw foreign exchange or often 

called exchange rate (exchange rate) is the price level agreed upon by residents of both countries to 

trade each other. Exchange rates are often also referred to as forex, which is the exchange rate of a 

country's currency against the currency of another country.  

 

1.5 Interest Rates  

According to Sukirno (1994: 377), the payment of capital borrowed from other parties is called 

interest. Interest expressed as a percentage of capital is called interest rates. This means that the 

interest rate is the percentage of capital payments borrowed from the other party. According to 

Boediono (1985: 75) Interest rate is the price of the use of money for a certain period of time. 

Understanding the interest rate as this price can also be expressed as the price to be paid if there is 

an exchange between one rupiah now and one rupiah later.  

So the interest rate is a percentage of the capital borrowed from outside parties or the level of 

profit earned by savers in the Bank or the level of fees incurred by investors who invest their funds 

in stocks. According to classical theory, interest is part of the use of funds available for loanable 

funds. This price occurs in the investment fund market, this occurs where in a certain period of time 

members of the public have excess income and then save excess income.  

 

1.6 Research Hypothesis  

Based on the theoretical framework that has been put forward, the hypothesis of this research 

is as follows:  

H1: There is a positive and significant influence of dividend policies on stock price volatility.  

H2: There is a positive and significant influence of earning volatility on stock price volatility.  

H3: There is a positive and significant influence of trading volume on stock price volatility.  

H4: There is a positive and significant influence of the exchange rate on the volatility of stock prices.  

H5: There is a positive and significant influence of interest rates on stock price volatility.  
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2. IMPLEMENTATION METHOD 

This research is a study of the influence of Dividend Policy, Earning Volatility, Trading 

Volume, Exchange Rate and Interest Rates on Stock Price Volatility on Mining Companies on the 

Indonesia Stock Exchange Research Object is a mining company listed on the Indonesia Stock 

Exchange in 2016-2019, namely 45 companies consisting of 26 coal mining sector companies, 8 oil 

and gas mining company sector companies, 9 metal sector companies and Other minerals and 2 

companies sector rocks.data obtained by looking directly for data on the closing price of monthly 

shares of companies listed on the IDX in 2016-2018 through the website www.yahoofinance.com 

the list of company names obtained from the website www.idx.co.id.  

The population examined in this study is all mining companies that are mining companies 

from 2016 to 2019 amounting to 51 companies obtained from www.sahamok.com. The sampling 

technique in this study used porposive sampling methods. This research sample is a Mining Sector 

Company listed on the Indonesia Stock Exchange with the following criteria:  

1. Mining companies listed on the Indonesia Stock Exchange (IDX) for the period 2016-2019.  

2. Mining companies that contributed to profit during the period 2016-2019. 

  

3. RESULTS AND DISCUSSION 

3.1 Descriptive Analysis of Statistics 

The stock price has an average value of 7.6176 with a standard deviation of 1.3819, which is 

an average greater than the standard deviation which indicates that the Stock Price in this study is a 

small fluctuation value. The highest value of the stock price during the period 2016-2019 amounted 

to 11.2118 and the lowest value was 4.5325. The number of observations made is 56 observations. 

Descriptive results of statistics show that the average policy deviation is 0.1515 (15.15%) with 

its standard deviation of 0.1318 (13.18%) which is on average greater than the standard deviation 

which shows that the deviation policy in this study has small fluctuations. The highest value of the 

dividend policy is 0.1318 (13.18%) and the lowest value is 0.0004 (0.04%) while the number of 

observations made on the dividend policy is 56 observations.  

Furthermore, profit volatility has an average of 0.1153 (11.53%) with a standard deviation of 

0.1067 (10.67%) where the average value is above the standard deviation which indicates that 

fluctuations in profit volatility data in this study belong to small fluctuations. The highest value of 

profit volatility was 0.4047 (40.47%) and the lowest value was 0.0005 (0.05%) for 56 observations 

during the period 2016-2019.  

Furthermore, the average trading volume in this study was 0.1423 (14.23%) with a standard 

deviation of 0.1537 (15.37%) which is lower on average than the standard deviation value which 

means fluctuations in trading volume data in this study are referred to in high fluctuations. The 

highest trading volume was 0.5391 (50.91%) and the lowest was -0.5343 (-50.43%) in 56 

observations during the period 2010-2017.  

Furthermore, the average interest rate in this study was 0.0873 (8.73%) with a standard 

deviation of 0.1277 (12.77%) which is on average lower than the standard deviation value which 

means fluctuations in interest rate data in this study are referred to in high fluctuations. The highest 

interest rate was 0.0897 (8.97%) and the lowest was 0.0423 (4.23%) in 56 observations over the 

period 2016-2019.  

Furthermore, the average rate in this study was 0.0751 (7.51%) with a standard deviation of 

0.0797 (7.97%) which averaged lower than the standard deviation value which means fluctuations in 

exchange rate data in this study are referred to in high fluctuations. The highest rate was 0.5712 

(57.12%) and the lowest was -0.0409 (-4.09%) in 56 observations during the period 2016-2019. 

 

3.2 Panel Data Regression Model Selection Technique Chow Test 

Chow test is a test used to see models that match between common effect models or fixed 

effect models. If the chi square probability value is above the standard value of tolerance in this study 
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which is 0.05 then the best model is the Common Effect Model (CEM) and if the probability value 

is above 0.05 then the best model is the Fixed Effect Model. The results of the Chow Test in this 

study are as follows:  

Table 1. 

Model Probability Descripton 

Direct model 0.0000 Select FEM 

   Source: Processed Data, 2021  

Based on the table above, it is seen that the direct model and interact model used in this study 

have a probability value on the Chow Test of 0.0000 where the value is in that error tolerance value, 

so the right regression model for direct is the fixed effect model and then the Hausman Test to 

determine the best model between FEM and REM. Hausman Test 

 

3.3 Hausman Test 

The Hausman test is a test to choose the best model between the fixed effect model and the 

random effect model. If the probability value on the Hausman Test is above the standard value o 

error tolerance which is 0.05 then the best model is the Random Effect Model, while if the probability 

value is below the standard value of error tolerance which is 0.05 then the best model is the Fixed 

Effect Model. The hausman test results in this study are as follows: 

Table 2. 

Model Probability Descripton 

Direct model 0.6390 Select REM 

   Source: Processed Data, 2021  

 

Based on the table above, it was found that the hausman test results for both models used in 

this study have a probability value of 0.6390 where the value is above the error tolerance value of 

0.05 so that the correct data panel regression model is a random effect model and all classical 

assumption tests, regression estimates and testers A hypothesis will be done with a random effect 

model. 

 

3.4 Classic Assumption Test Normality Test 

The normality test conducted in this study was the Jarque Bera Test. In the Jarque Bera Test, 

the value seen is the probability value. A regression model is said to meet the assumption of normality 

if the probability value is greater than the standard value of error tolerance which is 0.05. The results 

of the normality test as attached to Appendix 10 with the results presented in table 4.5 below: 

Table 3. 

Model J-Statistical Probability Observation Model 

Direct model 0.687234 0,0000 96 

 Source: Processed Data, 2021  

 

Based on the table above, it was found that the probability value is good in the direct model of 

0.0000 where the value is below the error tolerance value in this study so it can be concluded that the 

data in this study is distributed normally. 

 

 

3.5 Heteroskedasticity Test 
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The heteroskedasticity test used in this study is the Harvey Test where the stage is to form the 

logarithm  value of the residual square and regress all free variables to the logarithm value of the 

residual square (Widarjono, 2017). Harvey Test results in this study are presented in the table below: 

 

Tabel 4 

 Direct Effect  

Coefficie nt  Prob 

C 0.9104 0.0004 

Dividend Policy 0.4922 0.5132 

Volatility in Profit 0.5964 0.5379 

Trading Volume 0.1148 0.7866 

Exchange rate 0.1577 0.8655 

Interest Rates 0,1732 0,8098 

Source: Processed Data, 2021 
Based on the table above, it is seen that the entire probability value for free variables is above 

0.05 so it can be concluded that the model used in this study is free from symptoms of 

heteroskedastisity. 

3.6 Multicollinearity Test 

The multicollinearity test in this study was conducted by looking at the correlation values 

between free variables in Table 4.2 of the Correlation Test Results. It is seen  that  all  cells  between 

free variables in this study  have a correlation value below that of below 0.8. Therefore, it can be 

concluded that there are no symptoms of multicolenearity in this study, meaning that between all the 

free variables in this study does not have a high correlation. 

3.7 Autocorrelation Test 

The autocorrelation test can be seen from the Durbin Watson value, for direct mdel has a Durbin 

Watson value of 0.9363 so it can be concluded that there are no symptoms of autocorrelation 

(Widarjono, 2017). 

3.8 Panel  Data  Regression Estimation 

Based on the results of the model selection test, the best panel data regression model in this 

study is the Random Effect Model (REM). Random Effect Model (REM) takes into account errors  

from  panel  data   with the   Least Square method. This model approach improves the efficiency of 

the least square process by taking into account errors from cross-sections and time series. 

This model adds dummy variables to the panel data to allow for intercept changes (Gujarati 

and Porter, 2009). The results of regression of panel data in a Random Effect Model can be. 

 

Tabel 4 
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   Direct Effect 

Coefficie nt Prob t-countcoefficient 

C 7.0024  14.771*** 

Dividend Policy 0.2471  0.2289 

Volatility in Profit 01.765  0.5100 

Trading Volume 3.2291  3.2069*** 

Exchange rate 0.0087  2.6033*** 

Interest Rates   2.6547*** 

Adj R Square  0.1073  

F-Statistic  3.8554***  

Durbin Watson  0.9363  

Source: Processed Data, 2021 

The equations that can be built on the results of the regression random effect model above 

are as follows:  Direct Model Equation: 

Stock Price Volatility = 7.0024 + 0.2471 + 0.7248 + 1.7650+3.2291 +3.2134 

 

DISCUSSION 

1. Effect of Dividend Policy on Stock Price Volatility 

 Based on the test results in table 4.7  showed  that the dividend  policy had a positive and 

insignificant effect on stock price volatility with a koophysien value of 7.0024 and thitung of 0.8194 

smaller than the ttabel of 1.986 so it can be concluded that the results of the study reject the H1 

hypothesis which means the dividend policy has an effect on the ositive and insignificant to stock 

price volatility. The results of this study are in line with the findings of Rowena (2017) and Santioso 

(2019) who found that dividend policies have a positive and insignificant effect on stock price 

volatility, while the results of this study contradict the findings of Erbatiet al. (2013) which found 

that dividend policies have a significant effect on stock price volatility. 

 The value of a positive dividend policy coefficient means that the dividend  policy  can  

increase the stock price of the results of this research in accordance with the teory agency which 

means that increased investment can increase the stock price. 

 

2. Effect of Earning Volatility on Stock Price Volatility 

 Based on the test results in table 4.7 showed that the volatility of earnings had a positive and 

insignificant effect on the volatility of stock prices with a koophysien value of 7.0024 and thitung of 

0.5100 smaller than the ttabel of 1.986 so it can be concluded that the results of the study reject the 

H2 hypothesis which means that profit volatility is less than the standard of 1.986 so it can be 

concluded that the results of the study reject the H2 hypothesis which means that profit volatility is 

less. positive and insignificant effect on stock price volatility. The results of this study are in line 

with the findings of Han (2007), and Qie (2017) who found that profit volatility has a positive and 

significant effect on stock price volatility, while the results of this study contradict the findings of 

Erbatiet al (2013) which found that profit volatility had no significant effect on stock price volatility. 

volatility in stock prices. 
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 The value of the positive coefficient of profit volatility means that profit volatility can increase 

the stock price of the results of this study in accordance with the pecking teory which means that 

increased investment can increase the volatility of stock prices. 

 

3. Effect of Trading Volume on Stock Price Volatility 

 Based on the test results in table 4.7 showed that trading volume has a positive and significant 

effect on the volatility of stock prices with a koophysien value of 7.0024 and thitung of 3.2069 greater 

than the ttabel of 1.986 so it can be concluded that the results of this study accept the H3 hypothesis 

which means trading volume is influential. positive and significant to the volatility of stock prices. 

The results of this study are in line with the findings of Ni Made Ayu Krisna Dewi and I Gst Ngr 

Agung Suaryana (2016) which found that Trading Volume has a positive and significant effect on 

stock price volatility, while the results of this study contradict the findings of Erbatiet al. (2013) Who 

found that Trading Volume had no significant effect on stock price volatility. 

 A positive Trading Volume coefficient value means that Trading Volume can increase the 

stock price of the results of this research in accordance with theory agency which means that 

increasing trading volume can increase the voilatility of stock prices. 

 

4. Effect of Exchange Rates on Stock Price Volatility 

 Based on the test results in table 4.7 showed that the Exchange Rate had a positive and 

significant effect on the volatility of the stock price with a koophysien value of 7.0024 and thitung 

of  2.6033  greater than the  ttabel of 1.986 so it can be concluded that the results of this study received 

the H4 hypothesis which means the Exchange Rate has a positive effect and significant to stock price 

volatility. The results of this study are in line with the findings of Han (2007) and Qie (2017) who 

found that exchange rates have a positive and significant effect on stock price volatility. Meanwhile, 

the results of this study contradict the findings of Erbatiet al. (2013) which found that the Exchange 

Rate had no significant effect on the volatility of the Stock Price. 

 A positive exchange rate coefficient value means that the exchange rate can increase the stock 

price of the results of this study in accordance with the Signal Theory which means that increasing 

the exchange rate can increase the volatility of the stock price. 

 

5. Effect of Interest Rates on Stock Price Volatility 

 Based on the test results in table 4.7 showed that interest rates have a positive and significant 

effect on the volatility of stock prices with a koophysien value of  7.0024  and  thitung  of  2.6547  

greater than  the ttabel of 1.986  so it can be concluded that the results of this study Accept the H5 

hypothesis which means interest rates have a positive and significant effect on stock price volatility. 

The results of this study are in line with the findings of Ni Made Ayu Krisna Dewi and I Gst Ngr 

Agung Suaryana (2016) which found that interest rates have a positive and significant effect on stock 

price volatility, while the results of this study contradict the findings of Erbatiet al. (2013). It found 

that interest rates had no significant effect on the volatility of stock prices. 

 The value of a positive Interest Rate coefficient means that interest rates can increase the stock 

price of the results of this study in accordance with the Signal Theory which means that rising interest 

rates can increase stock price volatility 

 

4. CONCLUSION 

1. The dividend policy has a positive but insignificant effect on the volatility of stock prices on 

mining companies on the Indonesia Stock Exchange. 

2. Earnings volatility has a positive but insignificant  effect on the volatility  of stock  prices on 

mining  companies on the Indonesia Stock Exchange. 
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3. Trading Volume has a positive and significant effect on the volatility of stock prices on Mining 

Companies on the Indonesia Stock Exchange. 

4. The exchange rate has a positive and significant effect on the volatility of stock prices on mining 

companies on the Indonesia Stock Exchange. 

Interest rates have a positive and significant effect on the volatility of stock prices on mining 

companies on the Indonesia Stock Exchange. 
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